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BDO AB is a member of the BDO global network of public accounting, tax and advisory firms. The firms
have representation in 158 territories, with over 67,000 people working out of over 1,400 offices. The fee
income of the member firms in the BDO network, including the members of their exclusive alliances, was
€ 6.8 billion as of 30 September 2016. Being a member of the BDO global network allows us to meet the
needs of clients who are growing and trading internationally.
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Welcome to BDO's 2017 Transparency Report. Within this
report we set how we achieve our regulatory obligations in

respect of governance and risk.

Audit quality and transparency is a fundamental goal of BDO's audit service
locally and globally. By demonstrating the strength and quality of our audit
processes and practices, we believe this will contribute to a high level of
confidence and public trust.

To visualize a common goal for the whole of BDO we have created Vision
2020. It leads us forward in the same direction as an integral part of
everything we do. Our values defines who we are and how we interact with
each other and our clients. They are driven by our desire to leverage the best
service and the greatest client experience. Our aim is to share a common
value base within the whole company, in all our offices around the country.

Through knowledge, engagement, progression and proactivity we have
created a warm company culture where relationships can grow and where
we will be able to provide the best service to our clients. Our commitment
to exceed expectations on every engagement has given us the highest
rating from our clients in the Swedish audit industry according to the EPSI
Industry Study.

We continue to focus on enhancing quality and public trust by investing
in people and systems. The mindset and skills of auditors are key to the
quality of audits as well as the tools facilitates and supports the workflow
for our employees.

| am confident that our teams will continue to drive all aspects of quality in
our business including the specific area of audit quality. Thank you to all of
you who have taken the time to engage and share your view with us. | look
forward to continuing working with you and share our progress over the
coming year.

INTRODUCTION

FROM THE MANAGING PARTNER

L0 S
MALIN NILSSON

Managing Partner, starting Q4 2017
BDO AB




LEGAL STRUCTURE
& OWNERSHIP

BUSINESS STRUCURE

BDO AB is a corporation, incorporated
in Sweden and a chartered accounting

firm which is owned by its partners.

At August 312017 there were 68 partners.

BDO AB is the parent Co of its wholly owned
subsidiaries which hold the operating company
structure in each region. The subsidiaries are
based in four (4) regions: East, West, South and
North. Details of the firm's company structure
and group of companies are given in the firm’s
annual report which can be found at www.bdo.se.

Business structure

Our Swedish business operates geographically
from 24 offices divided into four regions (East,
West, South and North) located in and around
the major business areas in Sweden.

Our business line is structured along four service
lines, Audit, Accounting, Tax and Advisory Services.
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NETWORK

BDO Sweden is a Member Firm of BDO International Limited.

The BDO network is an international network of
independent public accounting, tax and advisory
firms which are members of BDO International
Limited and perform professional services under
the name and style of BDO (hereafter: ‘BDO
Member Firms'). BDO is the brand name for the
BDO network and all BDO Member Firms.

Legal and structural arrangements in
the network:

Each BDO Member Firm is a member of BDO
International Limited, a UK company limited
by guarantee, as either a voting member (one
per country) or a non-voting member. BDO
International Limited is the governing entity
of the BDO network and sets the membership
obligations of the BDO Member Firms in the
Regulations.

The BDO network is governed by the Council, the
Global Board and the Global Leadership Team of
BDO International Limited.

The Council comprises one representative from
each voting member and comprises the members
of BDO International Limited in general meeting.
The Council approves the network’s central
budget, appoints the Global Board and approves
any changes in the Articles and Regulations of
BDO International Limited.

The Global Board, which is the Board of
Directors of BDO International Limited,
comprises a representative of the BDO
network’s seven largest member firms, whose
appointment, each for a three year term, is
approved by the Council. The Global Board sets
priorities for the BDO network and oversees the
work of the Global Leadership Team. The Global

Board meets at least four times a year.

The Global Leadership Team is tasked with
coordinating the activities of the BDO network.
It is headed by the CEO and comprises the
Global Heads of Audit & Accounting, Tax,

HR & Development, Business Development

& Marketing, IT, the CEO EMEA (currently

also acting as Global Head of Advisory), the
CEO Americas, the CEO Asia Pacific and the
International Secretary.

The Global Leadership Team is supported by the
Global Office at Brussels Worldwide Services
BVBA. Brussels Worldwide Services BVBA, a
Belgian limited liability company, provides
services to assist in the coordination of the BDO
network.

BDO International Limited and Brussels
Worldwide Services BVBA do not provide any
professional services to clients. This is the sole
preserve of the BDO Member Firms.

Each of BDO International Limited, Brussels
Worldwide Services BVBA and the BDO
Member Firms is a separate legal entity and
has no liability for another such entity's acts

or omissions. Nothing in the arrangements

or rules of BDO shall constitute or imply an
agency relationship or a partnership between
BDO International Limited, Brussels Worldwide
services BVBA and/or the BDO Member Firms.

The global aggregated turnover for BDO
member firms (including their exclusive
Alliances) in 158 countries for the year ended
30 September 2016 was in excess of € 6.8
billion. Partner and staff numbers at 30
September 2016 were some 67,000.
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MEMBER FIRMS

ALL EU/EEA BDO AUDIT MEMBER FIRMS

Below you will find all of the EU/EEA BDO Member Firms

The countries in which each statutory auditor
operating as a sole practitioner or audit firm
that is a member of the network is qualified as

a statutory auditor or has his, her or its
registered office, central administration or
principal place of business.

COUNTRY TERRITORY NAME OF THE AUDIT FIRMS IN YOUR TERRITORY

AUSTRIA Austria BDO Agitas GmbH Wirtschaftspriifungs-und Steuerberatungsgesellschaft
Austria BDO Austria GmbH Wirtschaftspriifungs- und Steuerberatungsgesellschaft
Austria BDO Audit Styria GmbH Wirtschaftspriifungs- und Steuerberatungsgesellschaft
Austria BDO Salzburg GmbH Wirstschaftsprufungsgesellschaft
Austria BDO Oberosterreich GmbH Wirtschaftspriifungs - und Steuerberatungsgesellschaft

BELGIUM Belgium BDO Bedrijfsrevisoren Burg. Ven. CVBA

BULGARIA Bulgaria BDO Bulgaria Ltd.

CROATIA Croatia BDO Croatia D.O.O.

CYPRUS Cyprus BDO Limited

CZECH REPUBLIC Czech Republic BDO Audit s.r.o
Czech Republic BDO CAs.r.o.
Czech Republic BDO CBs.r.o.

Czech Republic

BDO Plzen s.r.o.

DENMARK Denmark / Greenland / Feroe Islands | BDO Statsautoriseret Revisionsaktieselskab
Denmark BDO Holding IV, Statsautoriseret Revisionsaktieselskab
ESTONIA Estonia BDO Eesti AS
FINLAND Finland BDO Oy
Finland BDO Audiator Oy
Finland BDO Yhtiétarkastus Oy
FRANCE France BDO France Léger & Associés SARL
France BDO IDF SARL
France BDO PACA SAS
France BDO Atlantique SA
France BDO Rhone - Alpes SAS
France BDO AXE SASU
France BDO 2AS SAS
France BDO Les HERBIERS SA
France BDO FONTENAY LE COMTE SAS
France BDO SAINT GILLES CROIX DE VIE SARL
France BDO NANTES SAS
France Vincent Rusé Conseil SAS
France BDO Les Ulis
GERMANY Germany BDO AG Wirtschaftspriifungsgesellschaft
Germany BDO Arbicon GmbH & Co. KG Wirtschaftspriifungsgesellschaft
Germany BeGeKo GmbH Wirtschaftsprifungsgesellschaft
GIBRALTAR Gibraltar BDO Limited

GREECE Greece BDO CERTIFIED PUBLIC ACCOUNTANTS S.A.
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TURNOVER COVERING EU/EEA AUDITORS IN RELATION TO STATUTORY AUDITS

Combined turnover from statutory audits of the BDO EU/EEA audit firms:

€ 557.930.819

The total turnover achieved by the statutory
auditors operating as sole practitioners and
audit firms that are members of the network,
resulting from the statutory audit of annual and
consolidated financial statements.

The BDO Global Office has prepared and
consolidated this information.

Please note that Member Firms of the BDO
network have different year ends. Therefore

the total number that we have provided is a
combination of the statutory audit turnovers of
EU/EEA member firms for their latest financial

year. For each firm using another currency than

EUR, the average exchange rate for the period
they reported has been used.

HUNGARY Hungary BDO Hungary Audit Ltd
IRELAND Ireland BDO
ITALY Italy / San Marino "BDO ltalia S.p.A."
San Marino BDO Srl (San Marino)
LATVIA Latvia SIA BDO Audit
LIECHTENSTEIN Liechtenstein BDO (Liechtenstein) AG
LITHUANIA Lithuania BDO Auditas ir Apskaita, UAB
LUXEMBOURG Luxembourg BDO Audit
MALTA Malta BDO Malta CPAs
NETHERLANDS Netherlands BDO Audit & Assurance B.V.
NORWAY Norway/Iceland BDO AS
POLAND Poland BDO Sp.zo.0.
PORTUGAL Portugal /Cape Verde BDO & Associados, SROC, Lda
ROMANIA Romania/Moldova BDO Audit SRL
Romania BDO Auditors & Accountants SRL
Romania BDO Auditors and Business Advisors SRL
Slovak Republic BDO Audit, spol. sr.o.
SLOVENIA Slovenia BDO Revizija d.o.o.
SPAIN Spain BDO Auditores, S.L.P.
Spain BDO Quota, S.L.P.
SWEDEN Sweden BDO AB
Sweden BDO Syd AB
Sweden BDO Syd KB
Sweden BDO Géteborg KB
Sweden BDO Goteborg AB
Sweden BDO Sweden AB
Sweden BDO Malardalen AB
Sweden BDO Stockholm AB
Sweden BDO Malardalen Intressenter AB
Sweden BDO Syd Intressenter AB
Sweden BDO Goteborg Intressenter AB
Sweden BDO Norr AB
Sweden BDO Norr Intressenter AB
UNITED KINGDOM United Kingdom of Great Britain BDO LLP

and Northern Ireland/ Isle of Man/
Guernsey

Northern Ireland

BDO Northern Ireland

Guernsey

BDO Limited
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GOVERNANCE STRUCTURE

OF THE SWEDISH FIRM

The audit stream is an integrated part of the firm and is subject to the same

governance structure as all other business streams as follows:

Executive Board

Managing Partner in BDO AB, 2016/2017:
Carl-Johan Kjellman, Senior Partner, CPA

The Board in BDO AB, 2016/2017, comprises
the following members:

Torbjorn Lundh — Chairman of the Board,
Senior Partner, CPA

John Osser, Senior Partner, CPA

Malin Nilsson, Senior Partner, CPA

Peter Westman, Senior Partner

Peter Ericsson, Senior Partner, CPA

It meets eight to ten times a year, and more
frequently if required.

The Management Executive team sets business
strategy and ensures its implementation. The
Managing Partner and each team member

also have specific areas of responsibility for
operational management.

The Executive Board currently reports six

times per year to partners, summarising the
development of the business and setting out key
objectives. The Managing Partner also makes

an annual presentation to all employees in

every business unit: this provides insights into
the firm'’s strategy and operations and gives
individuals the opportunity to raise questions
and issues directly with the Managing Partner.
Other members of the Executive Board meet
throughout the year with employees to reinforce
our key strategic messages.

One employee representative is permanently
invited to board meetings. Risk Management
Partner and Head of Compliance & Legal may be
invited to board meetings.

Lead Partners

Our offices are based in key business centres
around Sweden. The Managing Partner and her
team meet with the Lead Partners of each office
to review performance and consider upcoming
issues. The business unit leaders have direct
responsibility for the performance of their units
and work in conjunction with the heads of
business streams.

The Leadership Partners at 31 August 2017
comprised the following roles; Managing Partner,
Head of Region East, Head of Region West, Head
of Region South, Head of Region North.

The Lead Partners meet approximately once

a month and more frequently if required and

is chaired by the Managing Partner. Director
Human Resource, Marketing Director and
Executive Project manager are supporting the
Lead Partners as part of the Leadership Team.
Managing Partner maintains an ongoing dialogue
with the wider firm through regular business
updates on strategy and development to all
partners and employees, giving individuals at
all levels the opportunity to raise questions and
issues directly with the Managing Partner or
appointed Heads/Directors in charge.

Stream Leaders

Stream Leaders representing e.g. Audit,
Corporate Finance, Business Restructuring,
Forensics, Tax, Investment Management and
Business Services Outsourcing, with whom

the Managing Partner and his team also meet

on a monthly basis, are responsible for the
development of high quality profitable services in
their own areas.




Partnership Council

The Partnership Council usually meets eight

to ten times a year, chaired by the Chairman,

to consider matters such as partner equity
issues, profit sharing and new admissions to the
partnership. It consists of seven partners, each
elected for one year by the partner meeting. Its
composition is designed to ensure appropriate
representation of partners across the country.

Risk Management Committee

The Executive Board has delegated responsibility
for the design and implementation of the risk
management process to the Risk Management
Committee.

The Risk Management Committee meets bi-
monthly and is chaired by the Risk Manager
Partner. It is made up of appointed individuals
within risk including Head of the Risk
Management Unit and Head of Compliance
and Legal. The Risk Management Committee is
responsible for dealing with professional claims
and complaints. The committee has particular
responsibility to ensure that the quality,
objectivity and independence of client service
is maintained through well managed client
acceptance and engagement procedures, that
guidance is updated regularly and published on
the conduct of all professional services, and that
rigorous processes are in place to identify and
resolve conflicts of interest.

All partners and staff are required to submit
annual confirmations of regulatory compliance
which include statements of independence.

EXECUTIVE BOARD

JOHN OSSER MALIN NILSSON
Senior Partner, CPA Senior Partner, CPA
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INTERNAL QUALITY CONTROL SYSTEM

As important as having policies and procedures to ensure the delivery of quality

audits is the monitoring of adherence to those policies and procedures.

The firm's system of internal quality control is
designed to provide reasonable assurance that
the firm, its partners and staff comply with
professional standards and regulatory and legal
requirements, work is performed to a consistently
high standard and that reports issued by the firm
are appropriate.

The firm's system of internal quality control can
be split into the following elements:

+ leadership responsibilities for quality within
the firm;

« ethical requirements;

+ acceptance and continuance of client
relationships and specific engagements;

+ human resources and development;
+ engagement performance;

+ monitoring and documentation of the system
of quality control.

1) Leadership responsibilities for quality
within the firm

Quality control is dependent upon an
organizational structure which is inherently sound
and which clearly defines the responsibilities of
the various levels of management.

Our firm has clearly established responsibilities
for the Board Members on individual basis,

Head of Quality, Risk Management Partner, the
Partnership Council and other senior personnel.

Along with the Board, the Risk Management
Partner and Head of Quality, reinforces the
appropriate “tone at the top” by instilling
professional and ethical values in the firm. The
Audit Stream “tone at the top” is set by the Head
of Audit. Monitoring the auditing work is done by
our Quality Committee.

The national Audit Stream is supported by
Quality Committee and Risk Management Team.

The Head of Audit, John Osser — Senior Partner,
CPA, Member of the Board, has the individual
responsibility for the following:

+ developing assurance methodology and
guidance to ensure compliance with auditing
standards

+ maintaining the firm'’s technical manuals and
communicating developments to the firm's
partners and staff

+ helping maintain the firm's assurance practice
at the highest standards prevailing in the
profession, including the supervision of the
Firm's auditing work

+ consulting with local office partners and other
professionals seeking technical advice

+ overseeing the firm's technical continuing
professional education programs.




2) Ethical requirements

Our firm's electronic Conduct of Professional
Standards Manual as well as employment
agreements contains the principles and rules
relating to ethical conduct. This is supplemented
by templates and complemented by a
comprehensive training program designed to
ensure compliance with both International and
Swedish Ethical Standards. The ethical conduct
guidance is available to all staff on our intranet.

Annual declarations are made by all partners
and staff to ensure compliance with relevant
ethical requirements and policies have been
implemented for resolution of issues.

3) Acceptance and continuance of client
relationships and specific engagements

Robust client and engagement acceptance
procedures play a pivotal role in the firm’s ability
to deliver a professional and quality service.

Prior to the acceptance of any new client and
consideration of continuance with that client,
certain procedures to assess the risks associated with
that client must be carried out. These will include:

+ consideration of the client's business including

its geographical spread and the industry it
operates in;

« evaluation of information concerning the
client, its management and its owners
including obtaining evidence of the identity of
the owners and officers of the business;

+ considering information regarding the
character and reputation of the prospective
client and key personnel;

+ assessment of potential independence risks
and potential conflicts of interest;

« if relevant, inquiry of the previous auditor
regarding the reasons for the change in auditor
and if there is any reason why we should not
accept the appointment;

+ assessment of our ability to serve the
prospective client; and

+ reviewing filings of the company, including
prior year financial statements.

The acceptance and continuation of all clients
requires an approval process that is appropriate
to the perceived risk. “High risk” assurance
clients require pre-approval by the Head of
Audit and in certain circumstances by the Risk
Management Partner.
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4) Human resources and development

Human resources is a critical factor in our ability
to provide professional services. In order to
ensure that the firm has sufficient personnel
with the capabilities, competence, and ethical
standards necessary to provide quality audits

in accordance with professional and legal
requirements we have established policies and
procedures addressing the following areas:

Clear and consistent policies and procedures

+ Clear job description: tasks, responsibilities
and expectations

+ Recruitment procedure

+ Grades and levels: explanation and theoretical
timeline, career path (specialism or upward)

e
-

Workforce planning, succession management

Continuous performance appraisal and
engagement surveys

Development plan and training policy

Clear and consistent policies and
procedure

Procedures, policies and personnel manuals
provide clarity and coherence on goals,
structures, vision and accepted behaviours of
the BDO Member Firm employees. In short, they
cover the rules of play within our organisation.

A personnel manual is written in order to
support our management and staff with their
need to have a clear and consistent set of rules

pE——— T
-

The result of the Annual
Employee Survey
showed a positive index

68

SATISFACTION

78

ENGAGEMENT
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within our organisation; what is acceptable and
not and what is expected from all. The manual
can easily be updated when new procedures are
designed. Every employee must have a copy, or
be able to get a copy when desired, so people
can refer to the manual when needed. Equally,
every employee should be expected to know the
policies. Our manual is available on the intranet
or other common drive enabling easy access by
all and with amendments allowed by authorised
editors only.

Non-compliance with the firm'’s policies and
professional standards is also Lack of compliance
is reflected through additional training, delays

in promotion or through dismissal for serious
instances of non-compliance.

Clear job description: tasks,
responsibilities and expectations

A good job description is the basis for most
personnel matters in our firm: recruitment,
selection, coaching & mentoring, career
development & mobility and performance
evaluation.

A job description is a structured, written record

of all facets of a position; it provides you clarity
on the tasks, scope of the function responsibilities
and authorities, what we expect of the person and
the standard of performance required.

You will find the following information:

+ Purpose of a function

+ Role of a function in the firm, reporting line,
position in the structure, workflow

« Core tasks and specific activities
+ Responsibilities / authority and scope
+ Expectations

+ Job requirements (knowledge, skills and
behavioural competencies)

¢ Qualifications required for the role
Recruitment procedure

Policies and procedures for recruitment are
designed to provide reasonable assurance

that those employed possess the appropriate
characteristics to enable them to deliver a high
quality service and perform their duties with
professional competence.

We work actively to promote diversity within the
firm’s culture, not just in principle but in practice.
Inclusivity within the organisation, whether it

is based on age, gender, ethnicity or physical
capabilities, strengthens the firm's values, makes
the firm more representative and more capable
of providing a quality professional service.

We seek smart people with maturity, integrity,
motivation, aptitude and leadership qualities
appropriate to the role for which they are being
hired.

Grades and levels: explanation and theoretical
timeline, career path (specialism or upward)
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Competency management concerns ‘the right
person, in the right place, at the right time’. But
the influence goes further:

+ It enables the ‘matching’ of a potential
employee to the firm.

It strives to tie the individual's career needs
and aspirations to the needs of the firm.

« It structures the HR processes and
administration of new staff (recruitment
and selection procedures) existing staff
(remuneration, appraisals, training and
development) and leaving staff (exit policy).

We provide a clear set of grades and levels with
appropriate competencies explanation and
timing guideline. Compensation matches the
grade and the market benchmark. It is reviewed
periodically to ensure market competitiveness.

Staff career development is addressed on both

a national and regional basis. Generally, there is
staff progression from an introductory staff level
to supervisor, to manager and then to senior
manager. Staff are promoted to the next level
only when they are prepared for the increased
responsibilities that promotion entails.

Partner compensation is reviewed regularly which
includes consideration of the partner's role in the
firm, and the quality of the work, but is not directly
related to the individual's financial performance.
The appraisal and compensation of partners
includes consideration of the findings from internal
and external inspections audit engagements.

Workforce planning, succession
management

We recognise that ultimately it is the quality
and commitment of the partners and staff

that really makes a difference and enables

us to deliver a quality audit. Given this, our
ability to attract and retain the right number

of high quality people is of utmost importance.
We predict personnel requirements so as

to continue to service the firm's clients and
provide sufficient capacity to enable its partners
and staff to develop the business. OUR VALUES
Policies and procedures for assigning personnel
to engagements are designed to provide a
reasonable assurance that only those persons
having adequate technical training, proficiency
and competence will perform the work.

RELATIONSHIP

A current profile of staff’s technical proficiency
DRIVEN

is obtained by personal knowledge and by
reviewing evaluation forms completed by his

or her superiors on previous engagements. This
profile is used to assess the suitability of the staff
member for specific subsequent assignments.

In staffing an engagement, consideration is
given to ensure that partners and staff have the
necessary technical knowledge and other skills
appropriate to the size, complexity and nature of
the planned work.

SERVICE DRIVEN

What does succession management mean to the
BDO Member Firm?

+ To protect the firm’s present strengths and
build for its future, ensuring sustainability and
continuous strong leadership.

PROGRESSIVE

©

COMPETENT

+ To reduce the risk of having leadership gaps
for critical positions (either because of lack of
talent or unprepared key successors).

+ To engage the leadership in supporting the
development of high-potential leaders and, in
return, motivate, retain and engage key talents.

+ To anticipate and align resources with
future needs and strategies and create a
flexible business by responding faster to new
leadership needs.

+ To counter the increasing difficulty and costs
of recruiting employees externally.

PROACTIVE
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360

ANALASYS

Performance
managment process

What does this mean to the employee?

+ To get opportunities to grow and develop
skills necessary for future roles and meet
career development expectations.

+ To remain committed, motivated and engaged.

+ To stay with the firm.

Continuous performance appraisal and
engagement surveys

All our staff members are subject to formal
performance appraisal, review and counselling
on a regular basis, in order to evaluate the level
of competence, monitor development and to
help them reach their full potential. Performance
appraisals includes a review of each individual's
contribution to the quality of service(s) provided
by our firm.

Appraisals are completed on an assignment-
by-assignment basis at certain levels and also

at frequent intervals at all levels. The factors
appraised (which may vary by level) include
professional and technical competence (including
analytical and judgement skills), personal and
management skills, and client servicing skills.

Our firm provides regular engagement surveys
to monitor employee engagement to ensure the
motivation to maximise the success of the firm.

Durng 2016 the firm implemented a technical
platform called Catalyst One — know within
the firm as MyBDO - which facilitates the
Performance managment process in terms of
the 360 analasys. The 360 analasys contains
feedback from at least 6 co-workers, including
manager and seneior staff, a personal review
and a review of salary with the possibility for
promotion.

Through this technical platform, the firm has
gone from 36 promotions during 2016 to 97
promotions 2017. This shows that many of our

staff members fulfilled their set goals for the
financial year.

Development plan and training policy

Our learning and development strategy ensures
the firm'’s ability to remain competitive and to
motivate our staff. It includes both the technical
expertise and skills to meet the needs of the
higher demands of the market; that is business
advisers, financial analysts, communicators,
negotiators and managers. At the same time
integrity, objectivity, professional scepticism,
and willingness to take a firm stand are essential
attributes of professionals.

The technical platform Catalyst One, also offers
an overall LMS, Learnig Management System,
where we can make sure that the training we
offer internally, in hours, are located in the staff
members resumes. The external trainings that
staff members attend are registered by the staff
themselves in the system. With the LMS the firm
are able to make sure that we offer the correct
hours of training so that the staff members in
long term can become authorized advisors within
the different work areas of the firm.

We provide our individuals a clear career path
and complementary development plan.

Our staff's integrity, honesty and moral character
must be above reproach. While attributes of
individual applicants may differ because of
technical specialisation and years of experience,
there are three basic attributes that all our staff
possess:

+ technical competence in a chosen field of
expertise;

+ pride in self, the firm and the profession; and

+ strong personal skills in managing and
engaging staff and in leading engagements.

This is a mandatory requirement for partnership.




5) Engagement performance in the
Audit Stream

Common methodology

Our policies and procedures are designed

to ensure that audits meet all applicable
professional standards, regulatory requirements
and that the firm issues reports that are
appropriate in the circumstances. To achieve
this and to ensure consistency in the approach
to auditing, BDO International has developed
the common BDO Audit Methodology, related
software tools and other standard forms of
documentation. This methodology is fully
compliant with International Standards on
Auditing and where appropriate these common
processes are used by BDO International
member firms.

Supervision and review

We require all professional work to be
supervised by staff members who have
appropriate knowledge and experience. It

is the responsibility of the relevant partner,
principal or director to ensure that related risks
are identified and that decisions are taken by
those with an appropriate level of authority. The
relevant partner, principal or director must also
ensure that professional work is carried out with
appropriate professional scepticism, and that it
meets the firm's standards in all respects.

Our review procedures are designed to ensure
effective control of the audit as it progresses.
These policies are designed to ensure that:

+ the work is performed in accordance with
applicable standards and regulations;

« significant matters have been raised for
further consideration and appropriately
addressed;

Py

+ appropriate consultations have taken place;

+ the planned work has where necessary been
reviewed and that the objective of all planned
work has been achieved;

+ the work performed and evidence obtained
supports the conclusions reached; and

+ the documentation present on the audit file
enables an experienced auditor to understand
the significant matters arising during the
audit as well as the nature, timing and extent
of the procedures undertaken, the results of
those procedures and the evidence obtained.

An engagement quality control review

is performed for audits of public interest
entities and other high risk engagements.

The engagement quality control reviewer will
be familiar with the auditing and reporting
practices used during the engagement, and

be knowledgeable and familiar with the
client's industry, but is not part of the audit
engagement team. This will be an experienced
audit partner and not likely to be unduly
influenced by the views of a particular
engagement partner. The engagement quality
control reviewer will not be actively involved
in making ongoing decisions relating to the
engagement and will not be involved in
performing the engagement. Engagement
quality control reviewers are selected from a
list of approved reviewers, as determined by the
Head of Audit.

Consultation

Our culture encourages consultation with
experienced partners and other specialists
where appropriate. The firm has a process in
place for audit partners and teams to follow
when consulting and seeking a ‘firm’ opinion,
support on a client issue, judgement or risk.
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6) Monitoring and documentation of the
system of quality control.

Our policies and procedures concerning
monitoring activities are designed to give the
firm reasonable assurance that the firm's internal
quality control system is operating effectively
and is being complied with in practice.

Our quality control system includes an annual
review process of audit files to monitor
compliance with the firm'’s policies, procedures
and standards and to ensure that the audit work
carried out in order to arrive at a proper opinion
is properly documented and of high quality.

The review consists of reviewing, on a sample
basis, the working papers and reports of selected
assurance engagements and documentation of
compliance with our quality control policies and
procedures in other areas. The sample is selected
to ensure that at least one audit carried out by
each audit partner is selected on a cyclical basis
every three years.

Each review team is headed by an experienced
audit partner. Where the sample includes a client
in a specialised industry, appropriate internal
specialists are involved in the review.

Independence of the reviewers is ensured
through having each partner reviewed by a
team from a business unit office other than the
partner’s own.

Instructions are issued to the reviewers in
advance of the review setting out the objectives
of the process, a checklist, appropriate guidance
and reporting templates.

A conclusion is drawn on each audit reviewed
as to whether the audit work was acceptable or
required significant improvement.

At the conclusion of the annual programme the
results are discussed with the Head of Audit and
the Executive Board.

Complaints and allegations: The firm has
established a channel via email for firms
personnel to raise any concerns that the work
performed by the firm fails to comply with
professional standards and applicable legal and
regulatory requirements or non-compliance with
the firms system of quality control.

The Risk Management Partner is responsible

for monitoring and documenting the
implementation of, and compliance with, any
corrective actions. The Risk Management Partner
is also responsible for ensuring appropriate
documentation of the operation of each element
of the firm’s quality control system.

Executive Board statement on
effectiveness of functioning

These policies, procedures and monitoring
activities have provided the firm's Executive
Board with reasonable assurance that the firm,
its partners and staff have materially complied
with applicable professional, regulatory

and legal requirements, that work has been
performed to a consistently high standard and
that appropriate reports have been issued. The
firm's Executive Board have inter alia considered
the results of the annual regulatory inspections
by the Supervisory Board of Public Accountants
in reaching this opinion.
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QUALITY ASSURANCE REVIEW |
PUBLIC INTEREST ENTITIES

THE LAST QUALITY ASSURANCE REVIEW PUBLIC INTEREST ENTITIES

ACCORDING TO ARTICLE 26
Public interest entities that are audit clients

The last external inspection of the firm by The in Sweden:
Supervisory Board of Public Accountants took
place on the fourth quarter of 2016. The firm Havsfrun Investment AB
received the final copy of the quality assurance Sportamore AB

i rt on 5 May 2017.
review report on 5 May Medicover AB

ERIKA Forsakringsaktiebolag (publ)
Maiden Life AB
Medicover Forsékrings AB (publ)

Maiden General Forsakrings AB
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STATUTORY AUDIT

REVENUES

STATUTORY AUDIT | NASs

REVENUES IN 2016 €M REVENUES IN 2017 €M

PIEs and their subsidiaries

0,2 0,3

STATUTORY AUDIT

REVENUES IN 2016 €M REVENUES IN 2017 €M

Other entities than the above

259 28,9

PERMITTED NASs

REVENUES IN 2016 €M REVENUES IN 2017 €M

Entities audited by the audit firm

16,2 17,5

NASs

REVENUES IN 2016 €M REVENUES IN 2017 €M

Other entities

16,5 18,5

Note: All disclosures are unaudited.
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INDEPENDENCE

Ethics and independence are of fundamental importance to the firm as a whole.

Over the past year BDO have expanded the ethics and independence function,

supporting the business in the implementation of important reforms to the inde-

pendence of auditors.

The firm's independence policies and processes
are designed to enable the firm and our
professionals to comply with the independence
standards of the International Ethics Standards
Board for Accountants (IESBA) of the
International Federation of Accountants (IFAC)
and of the professional institute for authorized
public accountants and other highly qualified
professionals in the accountancy sector in
Sweden (FAR). In relation to independence, the
firm's Risk Management Policy complemented
by a suite of training programs targeting the
needs of the individual partners and staff
contain the backbone of the policies and
procedures.

Compliance with the policies and procedures
is ensured by a series of monitoring and review
activities. These include:

+ anannual declaration undertaken by all
partners and staff.

+ documentation in each audit engagement that
all partners and staff that have been involved
in the performance of the audit engagement
are independent.

+ other monitoring activities targeting specific
aspects of audit independence.

All of these monitoring and review activities were
operational during the past financial year.
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The firm has a policy of facilitating

and encouraging continuing training

as an important means of developing
knowledge and maintaining and
improving the quality of its services and of
motivating and retaining its personnel.

The continuing training program is comprised

of training sessions organized by the firm
specifically designed to meet its needs, by the
BDO International network as well as external
training by relevant professional bodies. Certain
courses are mandatory and others are optional.
The CPE requirements for professional auditors in
Sweden are also factored in to the program.

Extensive training is given to all new recruits on the
BDO audit methodologies, tools and processes.

More experienced personnel and partners

are encouraged to constantly update and
deepen their technical knowledge. Developing
management and interpersonal skills are also
very important for this group.

Continuing professional education is also a factor
taken into account for the yearly evaluation of
audit staff and the assessment of their career
potential within the firm. We are committed to
developing and maintaining the highest possible
standards of technical competence through our
own development programs.

We have developed a curriculum providing
technical training for our professionals
throughout their careers. For all new assurance
professionals, there is an orientation program
covering the firm's audit approach and
procedures and its organizational structure.

All qualified audit staff, including managers and

partners, attend regular technical update courses.

STATEMENT ON THE POLICY

These courses are complementing by on the job
coaching which provides a significant aspect of
their professional development.

All staff members are personally responsible for
keeping up to date with the requisite knowledge;
skills and professional competence which they
will need to successfully carry out the roles to
which they are assigned.

As part of an individual's performance appraisal,
professional development needs are assessed
and courses or other training opportunities are
identified

For professional staff, the firm requires
participation in appropriate continuing
professional development programs and
monitors the fulfilment of program obligations.

We have a designated Independence Champion,
an experienced partner, who monitors
compliance with the applicable independence
policies and procedures, provides consultations
regarding independence matters.

We also maintain a database of all our firm's
restricted entities, including listed companies
and other public interest entities. This is available
on our intranet and its objective is to prevent

the performance of prohibited non-assurance
services or investment in these entities. The
database is continuously updated.

Prior to accepting any new client or assurance
engagement, our engagement teams must
perform specific procedures to identify
potential conflicts of interest and threats to our
independence. Procedures include a custom-
made web-based tool to facilitate international
conflict of interest and independence checks
throughout the BDO network.
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PARTNER REMUNERATION |
ROTATION OF ROLES

PARTNER REMUNERATION

The general principles of compensations to
partners are regulated under a framework set out
in the partners' Agreement.

The detailed partner remuneration and
evaluation systems are the same in the four
geographic regions. Each region elects 4-5
partners which forms the Compensation
Committee and decides about the remuneration
in respective region.

Quality is one of the key components of the
evaluation system where partner’s compensation
is based on criteria which include factors with
regard to quality and risk management, covering
actions as well as results. For professional staff,
quality performance measures have since long
been a part of the appraisal system.

The remuneration of partners is mainly in form
of profits and salary. The total remuneration

is influenced by factors such as amount of

work performed, client base, profit and other
performance factors which are to be evaluated as
described above and below.

Profits to partners in each region are based on
each regions profit. Each partner in the audit firm
receives a share in the net profits of the audit
firm to be distributed, in proportion to his or her
respective shareholding in the audit firm.

ROTATION OF ROLES

The firm'’s policies with respect to rotation of
key audit partners and staff (i.e., those other
than the engagement partner and EQCR, who
are specifically covered by statute/regulation)
is principles-based, depending on the facts

and circumstances of the engagement. We

are following the ethical standard EtikU 14
EUs férordning om revision av féretag av
allmant intresse — revisorns opartiskhet och
sjalvstandighet, issued by FAR. Typically, such ‘key
audit partners and staff' include audit partners
and senior managers/ managers performing

a significant portion of the work. The rotation
period for these professionals is three years.
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